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ECONOMIC INDICATORS 
Income & Production (In Millions of Dollars)1 
1975 1976 1977 

(Market prices) 12,065 14,523 17,430 
(Market prices) 12,444 14,919 17,905 
(Factor cost) 12,204 13,965 15,124 
Per Capita 1 366 386 
By Sector - % 
Agriculture 
Industry, Petroleum,Mining 
Construction, Power 
Transport & Communications 


Trade & Finance 
Other Services 


Population (Millions) 
Labor Force 


Money & Prices (In L.E. Millions) 


Money Supply 1,849. 2, 2on 
Quasi Money 703 04 974. 
Domestic Credit 3,926. 6,577 % 
Net Foreign Assets -1,049. 1,002. 


Price Indices (1975 = 100) 2 
Wholesale 100 OT « 
Retail 100 110. 


Balance of Payments (In Millions of Dollars) + 


Exports, f.o.b. pe 1,612 
Imports, cif 4,975 -4,214 


Trade Balance -3,255 -2,602 


Net Services 449 1,084 





1975 
Current Account Balance -2,806 
Net Capital Account -982 
Overall Deficit -3,282 


Special Financing 3,440 


Public Finances (In L.E.Millions) 
Revenue 1,524 
Expenditure 2,628 
Emergency Fund peficit -284 
Total Deficit -1,388 
Financing 

External 


Domestic 


1 The conversion rate used for dollars in the tables is the 
official rate of L.E. 1.00 = $2.56. This considerably 
overstates the real value of the figures. If the parallel 
rate were used in calculating Per Capita GDP, for instance, 
the figures would be $183, $204, and $215 respectively. 

The parallel rate is L.E. 1.00 = $1.43. 


The price indices represent official GOE market basket which 
may be heavily weighted with subsidized items. Thus inflation- 
ary pressures may be stronger than reflected here. 


Sources: IMF, IBRD, GOE MinFinance, GOE Central Agency for 
Public Mobilization and Statistics. 





ECONOMIC TRENDS - EGYPT 
SUMMARY 


For the first time in years, Egypt began 1978 with few immedi- 
ate concerns over liquidity and debt servicing problems. Care- 
ful management of a $1.5 billion loan made available by the 
Gulf Organization for the Development of Egypt (GODE), plus 
rapid and appropriate utilization of the commodity import 
program funds contributed by USAID and other donors, enabled 
the Egyptian Government to eliminate the huge short-term 
arrears that had accumulated in 1976 and to turn its attention 
to longer-range development questions. Further to delineate 
the Government's goals and priorities, the long-awaited Five 
Year Plan (1978-82) was published in 1977. While an extremely 
ambitious document, it is nevertheless viewed as a useful first 
step which has laid the foundation for future more specific 
analysis. 


The Government has been able to achieve some forward motion 
on the issue of economic reforms. By adopting a gradual 
strategy, aimed more at dealing with the larger problem of 
chronic budget deficits, the Government was able to eliminate 
some of the internal subsidies to manufacturers; continued 
gradual steps at price reforms are planned that will aisoid a 
frontal assault on the pocket books of the subsistence-level 
population. Signalling the progress on the reform front, the 
IMF and the Egyptian Government announced an agreement 

On a three-year extended fund facility in July 1978. 


In line with the evident macroeconomic improvement in Egypt, 
the IBRD-led Consultative Group on Egypt, at its June meet- 
ing in Paris, turned its attention to the problems impinging 
on Egypt's long-range development. The change from a heavily 
centralized, socialist economic structure built up over many 
years to a more mixed economy which offers the opportunity for 
profit and foreign investment is not easy. Relatively few 
among the lower-income groups thus far have shared the benefits 
of the new freedom in trade and investment. The rural poor's 
existence has changed insignificantly and the average urban 
Gweller who receives only a minimal wage finds it harder and 
harder to make ends meet. The economic burdens of inflation 
and low salaries are compounded by the ever burgeoning popula- 
tion, now expanding at the rate of nearly one million people 
annually. 





The Government is actively seeking private foreign joint 
venture capital to aid the economic expansion that is taking 
place in the transport, tourism, industrial and agricultural 
sectors. Primarily because of the complexity of the Egyptian 
bureaucracy and the potential investors' somewhat understand- 
able hesitancy about "whither-the-Middle East" after thirty 
years of hostilities, movement on this front has been slow. 
Nonetheless, with the 1977 amendments to the Investment Law, 
the improvement in the operations of the Investment Authority, 
and a general increase in interest among U. S. and other 
investors, a change may well be in the offing. The potential 
for labor-intensive investment appears high. Close access to 
the rapidly expanding Gulf markets is also a strong plus 
factor in the equation and the Egyptian market itself with a 
population of 40 million cannot be discounted. Moreover, the 
large flows of concessional assistance, including funds from 
the U. S. Agency for International Development (AID) for both 
commodity imports and project development, make Egypt an 
important country for U. S. business as exports continue to 
increase. In 1977, U. S. exports totalled $981 million and 
prospects remain good in many areas, including textile equip- 
ment, tobacco and food items, farm machinery, and transpor- 
tation equipment, among other items. 





THE CURRENT SITUATION 


After years of recurrent foreign exchange liquidity crises, 
the Egyptian economy experienced a reprieve in 1977. While 
much of this improvement was heavily contingent on the large 
assistance inflows Egypt received after the outbreak of urban 
violence early in the year, some of the credit can go directly 
to an economy which is showing measurable signs of strength 
and which, according to IBRD figures, recently registered an 
annual GDP growth rate of 8.3 per cent. The industrial 
sector, plagued by unutilized capacity during the 1967-73 
period, began to reflect the increased investment of the 
post-1973 war period. Imports of spare parts, modern 
machinery, and commodities essential to the production process 
supported a sectoral growth almost four per cent higher than 
the economy as a whole. Subsectors which most reflected this 
improvement were packaged foodstuffs, textiles, petroleum 

and construction. Egypt's historically-strong services sector 
expanded commensurately as Suez Canal revenues continued to 
increase and European tourist traffic grew. Consistently 
rising world trade with the Gulf promised continued growth 

for Canal activities, and the construction of luxury hotels 

in Cairo alone visibly reflected substantial recent invest- 
ment in the tourism sector. 


For the average Egyptian, however, the benefits of the increased 
economic activity are more difficult of measure. The reinte- 
gration of a cumbersome, centralized and insular economy into 
the present international economic system is a complex under- 
taking. Political resistance to the removal of subsidies that 
long held internal inflation at bay is significant. The 
government's attempt to reduce subsidies on several key 

primary commodities met with surprisingly wide-spread and 
violent Opposition in January 1977. Inflation out- 

side the area of price controlled items now exceeds 25 per 

cent annually, although some observers argue for an even 

higher figure. Many of the 22 million Egyptian urban dwellers 
are unemployed; others who have jobs are underemployed due 

to government programs to hire as many as possible. Univer- 
sity graduates, once guaranteed government employment immediately 
after graduation, find themselves waiting 18 months or more to 
fill one of an annual 15,000 appointments for which an esti- 
mated 90,000 graduates compete. Salaries understandably remain 
low, given limited government resources, and a junior position 
may command only L.E. 30 per month ($43 at the parallel 





exchange rate). Urban housing for the lower and middle classes 
is in woefully short supply and the inadequacies of public 
transportation and utilities in Cairo and Alexandria are notor- 
ious. Urban dwellers feel the pressure of Egypt's rapidly 
increasing population, as more than 1,000 rural immigrants 
arrive in the city of Cairo daily. Moreover, given the present 
youth-dominated demographic pyramid,current approaches to 
population control will not fully impact until the next genera- 
tion, when Egypt's population is likely to total 60 million. 
Despite these adverse factors, the upsurge in economic activity 
also is everywhere evident, holding out marginal hope to many 
for a more prosperous and peaceful future with improved living 
conditions. 


It is indisputable that some of the improvement in the overall 
economy can be traced directly to Egypt's stronger balance of 
payments performance in recent months. By eliminating the 
short-term debt payment arrears through conversion to longer- 
term obligations, the government gave itself a respite from the 
day-to-day concern over foreign exchange. The massive inflows 
of assistance that Egypt received during the year were supple- 
mented by good returns on the services and petroleum sector 
accounts, as described below. Further, the Egyptian worker 
abroad repatriated substantially more earnings this past year 
than forecast; the total for private transfers rose to $1.5 
billion, according to official government data. 


As the recent balance of payments current account improvement 
is only relative, a system must be devised to support and 
sustain it. Egypt still depends heavily on its agricultural 
sector for export revenues, and these are declining. With the 
annual 2.6 per cent population growth rate, moreover, Egypt's 
already heavy grain import requirements are expanding as well. 
Despite the prospective gains that Egypt could make in agri- 
cultural productivity, more investment is necessary to bring 
these objectives to fruition. Egypt also will continue to 
need substantial concessional assistance in the next decade to 
refurbish its delapidated infrastructure and to continue its 
expansion of industrial capacity. Required development needs 
will necessitate concessional aid at or near present levels. 
Correspondingly, however, opportunities for the sale of U. S. 
goods and services should increase as the Egyptian economy 
expands. In the near future much of this growth will take 
place in the transportation, petroleim, textile and agricultural 
sectors. 





External Assistance 


As noted above, Egypt alone does not have the available re- 
sources to rebuild her rapidly deteriorating public utilities 
systems, or to support large social reform programs, without 
Sizable inflows of concessional funds. To this end, the IBRD 
has established an annual country lending level of between 
$250 - $300 million. The Bank has been the leading donor in 
the broad effort to rehabilitate agricultural lands lost to 
salinity and waterlogging caused by the rising water tables 
through the funding of tile drainage installations in the major 
Delta provinces. Large amounts of land have been recovered 
through this method and the project will have revitalized over 
900,000 acres by 1981. Another Bank priority is population 
control; it has funded one small rural experimental project 
and reportedly plans to support a country-wide program com- 
mencing next year. In cooperation with the U.S. Agency for 
International Development (AID) and other donors, the IBRD is 
involved in urban sewage control, water delivery and public 
transportation services plus Suez Canal reconstruction. 


The IMF, after implementation of a one-year $145 million 
standby facility in 1977-78, undertook extensive negotiations 
with the Egyptian Government to promulgate an extended fund 
facility (EFF). The new agreement approved by Fund Executive 
Directors in July, 1978, will provide $720 

million to Egypt over the three years of the facility, to be 
utilized for balance of payments support. Success in the EFF 
negotiation is reflective of the major efforts made by the 
Government to eliminate the severe short term arrears problem 
and to take steps toward rationalizing the budget deficit by 
bringing internal prices more into line with the world market. 
Under this new agreement, Egypt plans gradually to undertake 
a number of other reforms that would constrain the growth of 
the money supply and limit domestic credit. 


The UNDP has coordinated the activities of various UN agencies 
On programs in education and rural health and is now planning 
to develop a system for more formal cooperation among all 

OECD donors. Plans for closer coordination and cooperation 
had already been worked out locally by the UNDP resident 
representative and representatives of the participating donor 
countries. 


AID continued its high levels of obligations during 1977, with grants, 





loans and PL 480 funds totalling $900 million. While annual 
levels depend on Congressional appropriations, the Egyptian 
program presently receives high priority and proposals for 
fiscal years 1979 and 1980 are at or near present levels. 


Egypt's other major donors, the Arab oil producers --Saudi 
Arabia, Kuwait, Qatar and the United Arab Emirates, joined 
together in the Gulf Organization for Development in Egypt 
(GODE)-- reiterated their basic commitment to the economic de- 
velopment of the Egyptian economy at the Paris Consultative 
Group meeting. It is presently anticipated that they will 
detail their new assistance levels later in the year, as all 

of the assistance committed in 1977 had not been fully utilized 
at the time of the Consultative Group meeting. It should be 
noted that continued cash assistance from the GODE is a 
critical factor in Egypt's short- and long-term economic future. 





Major Sector Review 


Suez Canal. The Egyptian Government's concentration on 
strengthening the sectors that could produce hard currency 
revenues continued in 1977. The Suez Canal showed increased 
earnings, reporting its year's total revenues at $420 million. 
Japanese and Canadian contractors are hard at work on a plan 
to widen and deepen the Canal by 1980. This scheme, designed 
to increase access to the Canal for large oil tankers, is 
projected to increase current annual revenues substantially 
after completion. For the interim, however, earnings are 
expected to average $500 million annually over the next two 
or three years. 


Tourism. The much-publicized, highly successful Tutankhamun 
exhibit now in the U.S., and progress on the peace front, has 
spurred re-awakened interest in Egypt and the Middle East 

among tourists. Egypt's gross earnings from tourism approached 
$800 million in 1977. This was most significant in the jump 

in the numbers of American, West German, Japanese and Scandina- 
vian visitors. Throughout Cairo, investment is evident as the 
building of luxury hotels proceeds apace. Only the new 
Marriott Omar Khayyam is scheduled for completion in early 
1979, but Hilton, Intercontinental, and Sheraton also have 
projects underway. Additional investment is planned in 
"floating hotels" between Luxor and Aswan and several luxury 
resort developments are under consideration for both the 
Mediterranean and Red Sea coasts. 


Oil. Petroleum, however, became the most recent star perform- 
er of the economy as Egypt has become a net exporter of crude 
Oil. With $350 million in net revenues for 1977, income is 
expected to more than double in 1978, even without an oil price 
increase. Given present producing operations, excellent 
prospects in this area are anticipated over the next two 

years, with revenues in 1980 probably reaching $1 billion. 
Three recent discoveries in the Gulf of Suez area have enhanced 
the medium-term potential for growth in the petroleum sector. 
Exploration in other areas of the country, most notably the 
Western Desert, is now underway. International oil companies 
have already spent $600 million on exploration and are com- 
mitteaj to spending another $300 million by 1980. 


Industry. Traditional industries, including textiles, food 
packaging, tobacco processing, and steel manufacture, regis- 
tered growth in productive output during 1977, but their 
export performance declined as a result of shifting trading 





patterns. The textile industry had long exported large 
quantities of product to the Soviet bloc under the terms of 
trading arrangements that assured Egypt supplies of coking 
coal and other bloc-made items. With President Sadat's 1977 
announcement of a unilateral moratorium on military debt 
repayments to the bloc until Egypt has achieved enough 
economic development to make repayments less burdensome, 
cotton shipments to the Soviets gradually stopped. The trade 
protocol with the U.S.S.R., which ran out early this year, 

has not been renewed. Egypt is aware, however, that many of 
the goods manufactured for Soviet trade will not readily find 
markets elsewhere, due to the lack of quality control and the 
character of Western demand. Some textile plants have already 
been regearing for the Western markets, but additional invest- 
ment in plant and machinery will be required in the next few 
years to bring the industry up to full capacity. Government 
authorities suggest that the other exports will have. fewer 
problems than textiles in finding new markets. 


Agriculture. Egypt's predominantly private agricultural 
sector, which had long been the single most significant factor 
in the country's export performance, has achieved only margin- 
al gains in the past four years, even though it still provides 
about 45 per cent of the nation's employment, contributes 30 
per cent of the GDP and accounts for 35 per cent of national 
exports. Egyptian farmers have tended to increase the pro- 
duction of uncontrolled commodities, principally berseem, 
vegetable and fruit crops, which command better domestic 
prices, at the expense of Egypt's more internationally compe- 
titive export crops, rice and cotton, the prices of which are 
set by the Government. To offset the slackness in a key 
sector of the economy, and in recognition of a much needed 
re-investment effort, the Government has focused on agricul- 
tural development as one of the priorities of the 1978-82 Five 
Year Plan (see below). The planned public sector investment 
in both agriculture and industry are relevant in evaluating 
the future potential of the Egyptian economy. In general the 
Government and the donors have worked cooperatively in deter- 
mining which projects shall be implemented first. The donors 
are focusing their own efforts on the rehabilitation and re- 
construction of certain sectors. As remarked earlier, the 
IBRD, A.I.D. and the UNDP are closely coordinating on present 
IBRD-funded efforts on tile drainage installation, farm pro- 
duction, improvement of crop strains and water management. 





Five Year Plan 


Planning in Egypt came in with the Nasser era's focus on 
socialism and a centralized economy in the early 1960's. 
Egypt's first five year plan, put together by a number of 
world-renowned socialist economists, received international 
acclaim. The objectives set forth in that document appeared 
sure to be met as the implementation phase progressed, but 
first the Yemen War and then the 1967 War intervened. Egypt's 
economic planners lost out in the budgetary process as more 
and more resources were devoted to the defense effort. The 
emerging planned economy virtually collapsed, further crippied 
by the loss of important hard currency revenues from Suez 
Canal traffic and the relatively small-scale petroleum pro- 
duction that was then being developed. 


Since the 1973 War and the Open Door Policy, which was promul- 
gated in 1974, the Egyptian Government's concern over future 
planning has been renewed. As a result, the Ministry of Plan- 
ning, coordinating with the other economic Ministries, after 
long effort has published the new 1978-82 Five Year Plan. 

The key focus of the plan is on the rehabilitation of the 
existing infrastructure; the completion of capital projects 
that had been abandoned during the war period; the expansion 
of both industrial and agricultural productivity; and the 
achievement of an overall increase in the standard of living. 
The entire program calls for an investment of L.E. I5 billion 
($22 billion) over the period of the plan. While the initial 
twelve-volume effort may be characterized as overambitious, the 
government views much of the data used in the work as indica- 
tors or guidelines. What has been produced is now generally 
termed a good first effort. The sectoral volumes are useful 
in describing the present situation and to some extent in lay- 
ing out in detail, for the first time since 1961, the problems 
that face the Egyptian economy. 


IMPLICATIONS FOR U. S. BUSINESS 
Trade 


The recently expanded trading relations between Egypt and 

the developed Western economies, including the United States, 
are inextricably linked to the maintenance of future political 
stability in the Middle East and depend to a large extent on 
the continuity of present concessional assistance flows to 





Egypt from all donors. Although there are many individual 
instances that suggest a resurgence of economic vitality, 

it is still too early to predict when these may coalesce 

into a dynamic growth pattern that could produce an economically- 
viable structure independent of foreign assistance. Given the 
developmental emphasis outlined in the Five Year Plan, it is 
obvious that the Egyptian Government has a strong commitment 
to development and economic growth. This developmental 
environment, now in its fourth year, offers many opportunities 
for the sale of U. S. goods and services. The domestic 
Egyptian demand for U. S. agricultural products, farm 
machinery, manufactured goods, and services is strong and 
should continue. The presently-committed amounts of official 
A.I.D. development assistance could virtually sustain present 
U. S. import levels for two years. If, as currently_ seems 
possible, more funds from other international assistance 
sources are made available in 1978 and 1979, trade should 
increase and U. S. exports with it. As much of the goods 
financed under the U. S. assistance programs are various 

types of equipment, this also promotes follow-on sales of 
complementary items, replacement and spare parts, as well 

as business relationships with U. S. firms that could lead 

to other sales in the future. 


Sizable amounts of capital development funds are already pro- 
grammed to support expansion of the Cairo and Alexandria 
sewage systems, telecommunications, port development, chemical 
and cement production. The Egyptian Government has placed a 
high priority on low cost housing development and A.I.D. is 
already involved in financing a feasibility study for a 
project in Cairo. Present project pipeline funds from all 
sources total approximately $2 billion. Nearly all the 

A.I.D. funds are tied to U. S. procurement; the IBRD projects 
are awarded on a competitive bid basis but the dollar slump in 
the international markets has, of course, improved the relative 
competitive position of many U. S. suppliers. 


Outside of A.I.D. financed sales, with Egypt's improved bal- 
ance of payments picture, there is also more opportunity for 
increased sales financed commercially. The private sector, 
which accounted for only 10 per cent of the Gross Domestic 
Product (GDP) in 1974, now accounts for roughly 17 per cent 
of GDP and official sources estimate that this will expand 
to 25 per cent by the 1980's. Much of private investment is 
in small trading outlets, retail establishments and small 
scale manufactures. This market, too, holds prospects for 
the U. S. businessman. 





Investment 


The major portion of investment since 1974 has been directed 
and financed by the public sector. In 1977, total Egyptian 
investment is officially estimated at L.E. 1500 million 
($2,145 million), the public sector accounting for L.E. 1335 
million ($1,909 million), or 90 per cent of the total. 
Private sector investment is not expected to rise to more 
than 15 per cent of the total over the next five years. 
Although the government would hope it might expand faster than 
that, it is not necessarily pinning its hopes on private 
sector activity, particularly private foreign investment, as 
results in this area consequent upon the recent change in the 
investment law have been limited so far. As noted earlier, 
Egypt's attraction to investors, given its low-cost labor 
force and proximity to the Gulf, is tempered to some extent 
by the complex political uncertainties that have plagued the 
entire area for many years. In spite of these external 
factors, a large number of U. S. banks have invested in local 
joint venture operations or branches and others have opened 
representative offices in Cairo. Major American firms have 
shown interest in potential projects here: Coca Cola, Ford, 
and Pepsi Cola have signed project agreements since mid-1977. 
A number of other potential joint venture investments have 
attracted the attention of both American and other foreign 
investors in the manufacturing sector and increased activity 
may be seen in this area next year. The Government is stress- 
ing joint ventures in agriculture and the U. S. Agribusiness 
Council organized an investment mission to Egypt in the spring 
of 1978. Programs such as the latter, combined with U. S. 
Department of Commerce-sponsored trade missions and seminars, 
plus the Joint U. S.-Egyptian Business Council's activities, 
illustrate the growing awareness of the potential for future 
investment in Egypt, even though this potential may not be 
realized in the immediate future. While cognizant that much 
of the infrastructure development and improvement that is 
necessary to attract investors is not yet in place, the 
Egyptian Government has made an increasing effort over the 
past year or more to be responsive to this awareness and 

to improve its contacts with foreign businessmen who may 

be the investors of the future. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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foreign market opportunities for U.S. suppliers. The series 
is made available by the Department of Commerce in co- 
operation with the U.S. Foreign Service-Department of State. 
Most reports are based on research conducted by overseas 
contractors under U.S. Foreign Service supervision or by eco- 
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Some of the data in this series is reproduced in its original 
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As part of this marketing information program, the Depart- 
ment of Commerce makes available to the U.S. business 


community, on a continuing basis, six types of publications 
and reports. 


1. Global Market Surveys: In-depth reports covering 20-30 
of the best foreign markets for a single U.S. industry or a 
group of related industries. 


Country Market Sectoral Surveys: \In-depth reports cover- 
ing the most promising U.S. export opportunities in a sin- 
gle foreign country. About 15 leading industrial sectors 
are usually included. 


Overseas Business Reports: Reports that include current 
and detailed marketing information on all of our leading 
trading partners. Most are revised annually. 


Foreign Economic Trend Reports: Annual or semiannual 
reports prepared by the U.S. Foreign Service that cover, 
individually, almost every country in the world. 


Market Research Summaries: Brief market summaries in 
support of overseas trade promotion events organized by 
the Department of Commerce. 


Overseas Export Promotion Calendar: A quarterly sched- 
ule of planned Commerce Department overseas trade pro- 
motional events over the next fifteen-month period. 


To supplement and update the marketing information avail- 
able in this series, and for specific ordering information, we 
suggest that you telephone the nearest Department of Com- 
merce District Office or the Country Marketing Manager re- 
sponsible for the area cr areas in which you are interested. 
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